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The^other lost idea of special interest at present is as regards the mobility of capital. In what is called the pure theory of foreign trade it is assumed that between different " economic nations " there is no mobility of capital or that the mobility is so imperfect that for theory it may be neglected. Adam Smith, on the other hand, held the view confirmed by experience (and it may be said in harmony with';the "modern" principle of continuity) that foreign trade can only be carried on by sending a certain amount of capital out of the country.
These lost ideas have again been forced on the public attention by two significant facts: first, the enormous investments of British capital in foreign states; and secondly, - the increasing tendency in recent years in the commercial policy of other nations towards the protection of native industries.
The dogmatic simplification of free trade has had the result that many people think they have made out a case for protection when they have partially re-discovered the ideas which Adam Smith elaborated, to the verge of paradox, on the advantage to a country of the employment of its own labour by its own capital. Always bearing in mind the supreme importance of the home employment of capital, Adam Smith tried to show that "higil duties and absolute prohibitions " were either useless or hurtful. But he did not rely on abstractions and hypotheses ; he might have said with his revered Newton hypo-